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Exhibit A

BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA
DOCKET NO. 89-230-E/G - ORDER NO. 92-931 »~

NOVEMBER 13, 1992

IN RE: Investigation of Property Transfers ) ORDER
from South Carolina Electric & Gas } APPROVING
Company SCANA, other SCANA Affiliates )  RECOMMENDATIONS
and Non-Affiliated Entities, and ) AND REPORTING
Allocation of Expenses, Revenues and ) REQUIREMENTS
Plant Between SCE&G, SCANA, and SCANA ) WITH
) MODIFICATIONS

Affiliates.

On March 24, 1989, in Docket No. 88-681-E, the Alliance for
Faitr Competition (the Alliance), a party in Docket No. 88-681-E,
filed a Petition seeking an independent investigation to examine
all conveyances of real and personal property from South Carolina
Electric & Gas Company (SCE&G or the Company) to SCANA or its
subsidiaries since the formation of SCANA; to examine whether
employees of SCE&G have provided services to benefit SCANA,
including the nature and extent of such services; and to examine
whether SCE&G provided resources or use of equipment to SCANA or
its subsidiaries and the nature and extent of those transactions.
On April 12, 1989, the Public Service Commission of South Carolina
{the Commission) issued an order which granted the Alliance’s
Petition for an Investigation.

The matter was duly noticed and assigned the instant Docket.

The Notice of Proceeding was published in newspapers of general
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circulation in the affected areas and set forth a non-exclusive
list of twelve issues. The Docket’s purpose was "to fully
investigate the transfer of propetrty, along with the allocation of
expenses, revenues, and plant by SCE&G to SCANA or any of SCANA's
affiliated companies." After the instant proceeding was noticed,
the Alliance, the Consumer Advocate, and John P. Freeman
intervened in the matter.

After conducting a lengthy and thorough investigation of the
issues, reviewing the Company’s books and records and conducting
discovery, the Commission Staff submitted separate reports of the
Research Department and the Accounting Department on August 14,
1990. The reports included recommendations for additional
reporting requirements for SCE&G and SCANA's regulated affiliated
companies ana for substantive actions relating to affiliated
transactions, including the transfer of real property.

The parties to the proceeding then submitted comments to the
Commission Staff’s reports, and additional meetings were held
between the Staff and the parties. During these meetings, changes
were made to the Commission Staff’s reports in an effort to reach
a consensus among the parties. There were many areas of agreement
among the parties, however, there were some issues that could not
be resolved. Once that was determined, the Commission Staff
formalized its report and filed it with the Commission for its
approval. The Commission Staff’s report was filed by a Motion

dated April 21, 1992. The Commission Staff’s Final

Recommendations and Reporting Requirements were attached to the
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Staff’'s Motion.
Thereafter, by Order No. 92-413, issued in the instant Docket

on June 12, 1992, the Commission granted a Motion filed on behalf
of SCE&G which sought an order of the Commission to provide for
the cessation of discovery in the instant proceeding and to
relieve the Company from any obligation to answer or otherwise
respond to the outstanding discovery requests served and filed in
this matter by Mr. Freeman and the Consumer Advocate. The
Commission also considered Motions for an evidentiary hearing
filed by the Consumer Advocate and John F. Freeman. The
Commission granted the Motion for a Protective Order pending the
Commission’s determination of the necessity of an evidentiary
hearing in this matter. The Commisgsion also allowed that the
parties would argue orally before the Commission whether or not an
evidentiary hearing was necessary in this matter, as well as argue
concerning the issues raised by the final report and
recommendations submitted by the Commission Staff and any other
matters that would be relevant to the Docket.

Thereafter, on Augqust 12, 1992, at 10:30 a.m., the Commission
entertained oral arguments in this matter from the parties. The
Commission Staff was represented by Marsha A. Ward, General
Counsel; SCE&G was represented by Robert T. Bockman, Esquire; John
P. Freeman, Esquire, appeared pro se; and the Consumer Advocate's
office was represented by Steven W. Hamm, Esquire, Nancy V.
Coombs, Esquire, and Elliott F. Elam, Jr., Esquire.

It was the Commission Staff’s position that the Commission
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should adopt the Final Recommendations and Reporting Requirements
submitted by the staff. Staff stated that its objective was to
propose methods to separate the regqulated activities of SCANA from
the non-regulated activities so that the ratepayers are not
impacted in a negative manner by the diversification activities of
SCANA. It was the Commission Staff’s position that the Final
Recommendations and Repotting Requitements represent what Staff
feels is a reasonable incorporation of all the parties’ concerns.

SCE&G concurred in the Staff’s position that the
Recommendations and Reporting Requirements be approved. Counsel
for SCE&G noted that this investigation had been a lengthy process
and that Staff had conducted an extensive investigation. SCE&G
supported the Commission Staff'’s Report and noted that the
Recommendations and Reporting Reguirements will cause SCE&G to
modify its way of doing things. while the report does not state
that SCE&G or SCANA have done anything wrong, unlawful or
inconsistent with regulatory requirements, the Company does agree
to comply because the filings will provide the Commission and the
public with more information to ensure that the Company is doing
the right thing. SCE&G requests that the Commission approve the
Staff’'s Recommendations and Reporting Requirements as soon as
possible.

Intervenor Freeman, while applauding the Commission Staff’s
investigation and the Recommendations and Reporting Requitements,
had some reservations and concerns. Particularly, Mr. Freeman was

concerned over the property transfers between SCE&G and the SCANA
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affiliates. Mr. Freeman was concerned over the requirement that a
threshold of $150,000 be met hefore property sold by SCE&G is put
out for bids. Mr. Freeman was of the opinion that there was a
need to go further and examine all conveyances and that the right
of inquiry should not be cutoff.

It was Mr. Freeman’s position that the Staff Report be
adopted with one exception. Mr. Freeman expressed a concern ovet
§IV-A, Property Transactions Recommendations, specifically
Paragraph 3 which dealt with the sale of real property "with an
appraised value in excess of $150,000." Mr. Freeman’s concerns
over Paragraph 3 of §IV-A could be alleviated after the Company
responds to his Interrogatories. Mr. Freeman requested that he be
given 60 days after the discovery is submitted to him to make a
written filing with the Commission concerning the property
transfers.

The Consumer Advocate also agreed that the document put forth
by the Commission Staff would help ensure that the ratepayers are
protected from the activities of the unrequlated subsidiaries of
SCANA. However, the Consumer Advocate supports Mr. Freeman's
request for information concerning the property transfers and asks
that the Commission direct the Company to respond to the
Interrogatories of both the Consumer Advocate and Mr. Freeman.

The Consumer Advocate supported the Staff'’s proposal but took
exception with the threshold level for the appraisal of property.
The Consumer Advocate supported a lower threshold that could be

raised as the transactions were evaluated over time by the
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Commission. Additionally, the Consumer Advocate proposed language
to be added to the recommendations and reporting requirements
which dealt with the activities of SCANA subsidiaries used as
subcontractors on SCE&G projects. The Consumer Advocate also
requested that his access to the books and records of SCANA’s
reqgulated and unregulated subsidiaries be the same access as that
of the Commission. It was the Consumer Advocate’s position that
such access would be in the public interest. The Consumer
Advocate’s proposal dealing with the subcontractor capacity of
SCANA subsidiaries was entered into evidence as Hearing Exhibit
No. 5,
The Commission entertained replies from the Commission Staff
and SCE&G and then closed the proceedings. Subsequently, the
Commission Staff, the Consumer Advocate, and SCE&G entered into a
Stipulation which was filed with the Commission for its approval.
The Stipulation provides in pertinent part:
1. With the exception of the modifications further
discussed in this Stipulation, the Parties agree
that the Reporting Requirements and Substantive
Recommendations in the Final Report are reasonable
and should be adopted by the Commission without
the necessity for further proceedings in this
Docket.

2. At the oral arguments, the Consumer Advocate

proposed an additional Reporting Requirement to
the Final Report concerning notification of the

participation of affiliates of SCE&G as
subcontractors or in other financial arrangements
for contractors doing work for SCE&G. Such

proposal was embodied in Hearing Exhibit No. 5.
The Parties agreed to substitute the provisions
contained in Appendix A to the Stipulation as a
modification to the Final Report and Recommend
their adoption by the Commission in this

proceeding.



DOCKET NO. 89-230-E/G - ORDER NO. 92--931
NOVEMBER 13, 1992
PAGE 7

3. Furthermore, the Parties agreed to request the
Commission to approve a modification to the
provisions in the Final Report concerning the
procedures for the sale of SCE&G’s real property.
Specifically, the Parties will request the
Commission by the submission of this Stipulation
to modify the '"competitive hidding process"
described in §Iv-A.3 of the Final Report ¢to
require such process to be applicable to "sales of
real property with an appraised value in excess of
$50,000." Similarly, the Parties propose a
similar modification to the Reporting Requirements
in §I1v-B.1.b of the Final Report.

4. With respect to the methodology proposed by the
Final Report for the allocation of SCANA
Corporation charges, nothing in these Stipulations
is intended to preclude any party in any proper
proceeding from proposing modifications to that
allocation methodology or 1its applications for
ratemaking purposes on a prospective basis.

* %k %

1. SCE&G and SCANA have agreed to the provisions of
the Final Report concerning access of the
Commission Staff to certain books and records of
affiliates of SCE&G, including SCANA which are not
subject to the statutory Jjurisdiction of the
Commission.

2. SCE&G and SCANA agreed to provide the Consumer
Advocate reasonable opportunity for inspection and
review of documents relevant to the matters at
issue in any proceeding in which the Consumer
Advocate has intervened. Such opportunity will be
provided pursuant to the Commission’s Rules of
Practice and Procedure and S.C. Code
Ann.,§37-6-605 (1976), as amended.

The Commission has considered the information put forward by
the Commission Staff, the pleadings filed by the parties in this
matter, as well as the oral arguments and the Stipulation presented
by certain of the parties in this proceeding. The Commission is

very concerned that the ratepéyeré of SCE&G not be negatively
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impacted in any way by the unregulated activities of SCANA
Corporation or its subsidiaries. In the Commission’s viewpoint,
the Staff’s Recommendations and Reporting Requirements set forth a
policy of the Commission which will seek to ensure the protection
of the requlated utility ratepayers from the activities of the
unregulated subsidiaries of SCANA. The Stipulation agreed to and
filed by the Commission Staff, the Consumer Advocate, and SCE&G is
consistent with this policy and should be incorporated in the
Recommendations and Reporting Requirements. Additionally, the
documents provide the Commisgsion the tools to carry out that
policy. All the information filed pursuant to the Reporting
Requirements will be public information and it will be filed on a

yearly basis. The Commission finds that the Final Recommendations

and Reporting Requirements as modified by the Stipulation, are in
the public interest and should be adopted by the Commission. The
Recommendations and Reporting Requirements as approved by the
Commission are attached hereto as Appendix A and are incorporated
by reference herein.

As to the concerns of Mr. Freeman and the Consumer Advocate
dealing with the appraised values of real property for property
transfers, the Commission’s adoption of the Stipulation lowers the
threshold amount to $50,000. The Commission finds this lower
threshold more appropriate and it addresses the concerns expressed
by Mr. Freeman and the Consumer Advocate. Additionally, the
Commission is aware that the Company has responded to the discovery

requests of Mr. Freeman and the Consumer Advocate. The Commission
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wishes to ensure that the Company has fully responded to those
parties and hereby directs the Company to do so if it has not done
so already. Both Mr., Freeman and the Consumer Advocate are not
estopped from raising any issues in a separate Docket which may
arise from information that they receive from the Company relating
to their discovery matters or from any other subsequent information
that becomes available to them.

Based upon the Commission’s approval and adoption of the
Recommendations and Reporting Requirements and the Stipulation and
the Commission’s ruling on the discovery requests, the Commission
finds no need for further evidentiary proceedings. The Commission
notes and commends the Staff and the participating parties on their
diligence in this investigation and their efforts to reach a
consensus. The fact that the oral arguments related to only a few
issues and the fact that the majority of the Recommendations and
Reporting Requirements were supported by all parties is evidence of
good communication and cooperation among the parties. The

Commission hopes that this is a trend that will continue in the

future.
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The Commission herewith requires SCE&G to file the information
required in the adopted Recommendations and Reporting Requirements
within 30 days of the date of this Order.

IT IS SO ORDERED,

BY ORDER OF THE COMMISSION:

CHairma A/ ¢ :
airman

/A

ATTEST:

A_ I

xecutive Director

{ SEAL)
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BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA

DOCKET NO. 89-230-E/G

IN RE: Investigation of Property Transfers
from South Carolina Electric & Gas
Company to SCANA, other SCANA Affiliates
and Non-Affiliated Entities, and
Allocation of Expenses, Revenues and
Plant between SCE&G, SCANA, and SCANA
Affiliates.

FINAL RECOMMENDATIONS AND

REPORTING REQUIREMENTS

I

INTRODUCTION

1. The Public Service Commission of South Carolina (the
Commission) initiated this proceeding by way of Order No. 89-378,
entered in Docket No. 88-681-E on April 12, 1989, and by
publication of its Notice of Proceeding, dated May 9, 1989, in
Docket No. 89-230-E/G. According to the Notice of Proceeding, the
Commission’s Docket was intended "to fully investigate the transfer
of property, along with the allocation of expenses, revenue and

plant by SCE&G to SCANA or any of SCANA's affiliated Companies."

2. The Consumer Advocate, the Alliance for Fair Competition
and John P. Freeman duly intervened in Docket No. 89-230-E/G. The

Staff is considered a party of record to this proceeding pursuant
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to 26 S.C. Code Ann. Regs. 103-804(J)(1976).

3. In accordance with its responsibilities in this proceeding,
the Staff undertook its investigation of the matters at issue and
submitted the Report of the Research Department and the Report of
the Accounting Department (collective, "the Reports") on August 14,
1990. The Reports included recommendations for additiocnal
reporting requirements by SCE&G and SCANA’s regulated affiliated
companies and for substantive actions relating to affiliated
transactions, including transfers of real property. The Reporting
Recommendations and the Substantive Recommendations were thereafter
modified in response to comments and various meetings related to

the Reports submitted by parties to this proceeding.

4. The Commission Staff has prepared and submits herewith its
final Recommendations and Reporting Requirements. The final
Recommendations and Reporting Requirements consist of financial
transactions recommendations and reporting requirements, affiliate
transactions recommendations and reporting requirements, property
transactions recommendations and reporting requirements and
customer proprietary recommendations and reporting requirements.
The final report is divided into four parts which outline the

Staff’s recommendations and reporting requirements for each

category.

5. If the Commission approvéé this final Report, it will be

2
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necessary for the Commission Staff to have access to the books and
records {including financial statements) of the affiliates of
SCE&G, including SCANA, in order to properly monitor transactions
between and among regqgulated affiliates and between regulated and
non-requlated affiliates, the application of the allocation
methodology, and the compliance with financial recommendations,
among other things. Upon approval then, the Commission should
require SCE&G and SCANA to provide to the duly authorized members
of the Staff certain access to the books and records (including
financial statements) of affiliates of SCE&G, including SCANA,
which are not subject to the statutory jurisdiction of the
Commission. The access to such books and records should be made
available under suitable protection and will be provided to the
extent necessary to permit the members of the Staff to verify the
amount of charges allocated or directly assigned to SCE&G by any
such affiliate, including SCANA, to determine the accuracy of the
allocation methodology by which such charges are computed, and to

monitor compliance with financial recommendations.

6. The Commission staff and/or any consultant acting on behalf of
rthe Commission will periodically audit the books, records, policies
and procedures of SCE&G and affiliated SCANA subsidiaries to
evaluate compliance with the reporting reguirements approved by the
Commission. The books and records of such non-regulated
subsidiaries will be reviewed subject to such protection as the
Staff and the Company agree. In'addition} the Staff will review

3
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the materials filed by the Company under the reporting
requirements. The Staff will periodically provide the Commission
for their deliberation a summary of findings related to any
discrepancies between the reporting requirements and the audit

findings and review of the reports filed by the Company.

7. Upon Commission approval, the information required to be filed
by SCE&G should be filed on a calendar year basis by June 30, of
next year. The first filing will be for the twelve months ending
Decembzr 31, 1991, and will be due 30 days after the date of Order
No. 92-931.

II-A

FINANCIAL TRANSACTIONS RECOMMENDATIONS

1. SCE&G should have the opportunity to earn a fair and
reasonable rate of return on the stockholders equity investment as
specified under standard regqgulatory criteria such as those set
forth in the Hope case. However, any business or financial risk
associated with the creation and operation of another subsidiary of
SCANA Corporation should not be assigned to the ratepayers of

SCE&G. This is applicable to any PSC regulated subsidiaryl of

SCANA.,

2. The overall allowed return on rate base of SCE&G should meet

1. The term "PSC regulated subsidiary!" or "regulated subsidiary"
as used herein means any Public Service Commission regulated

subsidiary of SCANA.
4
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standards consistent with general regulatory policy and also should
exclude any cost resulting from increased business or financial
risk associated with the diversified investments of SCANA. This is

applicable to any regulated subsidiary of SCANA.

3. The capital structure utilized by SCE&G for rate making
purposes must be reasonable and should not be influenced by
non-regulated diversification investments of SCANA. The Commission
should continue to monitor the SCE&G capital structure (and that of
other regulated entities) and can assign a reasonable hypothetical
capital structure should S5CE&G’s capital structure be found to
differ significantly from that appropriate for an electric and/or

gas utility. This is applicable to all of SCANA's regulated

subsidiaries.

4. The cost of debt and the cost of preferred stock of SCE&G or
other regulated subsidiaries should not be influenced by any risk
related to the diversification activities of SCANA Corporation.
Should the bond rating or preferred stock rating of SCE&G be
lowered because of diversification investments by SCANA Corporation
any additional costs should not be borne by the ratepayers of

SCE&G. This is applicable to all regulated subsidiaries of SCANA.

5. The dollar amount of dividends paid by SCE&G to SCANA must be
reasonable. The percentage of net income paid by SCE&G to SCANA
Corporation as dividends must be reasonable and in line over the

5
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long-run of five to ten years with the payout ratio of the electric
utility industry and/or the gas distribution industry. This issue
should be monitored annually. This is applicable to all regulated

subsidiaries of SCANA.

6. The collateral used to support the debt of SCE&G (or any other
regulated subsidiary of SCANA) should not be compromised in any way
as to endanger the Company’s bond rating and increase its cost of
debt. The Commission should adjust the cost of any new debt issue
during the rate case process in a reasonable manner.to remove the

impact of the higher cost debt if this is determined to have

occurred.

7. SCE&G and any regulated subsidiary of SCANA should comply with

the FERC Chart of Accounts.

IT-B

FINANCIAL TRANSACTIONS REPORTING REQUIREMENTS

1. File the rate of return on rate base, net assets, and common
equity for SCE&G and the regulated subsidiaries of SCANA. File

the rate of return on net assets and common equity for consolidated
SCANA Corporation. This information should be based on the most

recent calendar year data.

2. File the dollar amount of the capital structure at the end of
the most recent calendar year for consolidated SCANA, SCE&G, and
each requlated subsidiary of SCANA“Corporétion. (Debt, preferred

6
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stock, equity, etc., total.)

3. File the consolidated capital structure of the regulated
entities of SCANA Cotrporation and the consolidated capital
structure for the non-regulated operations of SCANA Corporation in

dollar amounts at the end of the most recent calendar year. (Debt,

preferred stock, equity, etc., total.)

4. File the dollar amount of assets devoted to the regulated,
non-regulated, and consolidated operations of SCANA Corporation at

the end of the most recent calendar year.

5. Provide an income statement, balance sheet, and cash flow
statement reflecting results of operations from each regulated and
non-regulated subsidiary and the consolidated SCANA operations

based on the most recent calendar year.

6. A) File the bond rating, common stock rating, and preferred
stock rating of SCANA Corporation, SCE&G, and any other regulated
subsidiary of SCANA Corporation at the end of the latest calendar
year. File all available ratings and notifications of any change
in a security rating within 15 days or as soon as possible. The
notification will include the news release or other information for
the rating agency setting forth the reason for the change.

B) File notification of any changes in these ratings during

the calendar year.
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c) File an explanation for any changes in the security

ratings during the prior twelve months.

D) File immediate notification to the Commission of any

changes in security ratings.

7. A) File notification of any "planned" issuance of common
stock, long-term debt, or preferred stock by SCANA Corporation,

SCE&G, or any other regulated subsidiary of SCANA Corporation.

B) File the approximate time of issue and dollar amount of
issue. -
C) File an explanation of the intended use of these funds,

if they are issued specifically by a regulated subsidiary or
earmarked for a regulated subsidiary or non-regulated subsidiary.

D) 1f the funds raised from an issuance were or are to be
transferred from one subsidiary to another or from SCANA to a
regulated subsidiary, file information on the mechanism used to
transfer these funds and the amount of such transfers.

E) File the actual cost of any new issue of debt and
preferred stock by SCANA Corporation, SCE&G, or any regulated

subsidiary during the calendar year.

8. A) File the dollar amount of dividends paid out by SCANA
Corporation during the most recent calendar year.

B) File the percent of consolidated SCANA’s net income or
earnings per share paid out as dividends to stockholders over the
calendar year. (Dividends per'sﬁérékeéfninés per share or dollar

8
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amount of dividends/net income).

C) File an explanation of the reason for any significant
changes in the payout ratio (Dividends per share/earnings per
share, etc.) from the previous twelve months. [Significant is

defined as more than 10 percent.]

9. a) File the dollar amount of dividends paid to SCANA
Corporation by SCE&G and each requlated subsidiary for each

calendar year. File the total amount of dividends paid by all

subsidiaries to SCANA.

B) File the percent of net income paid by SCE&G and each

regulated subsidiary to SCANA Corporation.

C) File an explanation of the reason for any significant
change in the payout ratios (dividends/net income) from the
previous calendar year. [Significant is defined as more than 10

percent. ]

D) File an explanation of any significant difference in the
payout ratios of the regulated subsidiaries. [Significant is

defined as more than 10 percent.]

III--A

AFFILIATED TRANSACTIONS RECOMMENDATIONS

1. Any transfer of funds, such as loans, from SCE&G to SCANA
Corporation or to any other subsidiary of SCANA should be void of
any affiliate preferences which would be unreasonable, unfair and
have an injurious effect upoﬁ the pﬁblié intérest, consistent with

9
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S.C. Code Ann. §58-27-2090 (1976), as amended. Any loans should be

made at market rates with loan agreements similar to the standards
at that time for similar types of loans. Adeguate records must be
maintained of such transactions. This is applicable for all

reqgulated entities of SCANA. This issue should be monitored

annually.

2. Goods and services sold or exchanged between SCE&G and SCANA
or any subsidiary of SCANA must be transferred at a reasonable rate
and with conditions consistent with the existing market prices and
contract conditions for similar goods/services. The same is true
for the services of human resources. Adequate records must be
maintained of such transactions. This issue should be monitored

annually. This is applicable to all regqgulated subsidiaries of

SCANA.

The Company must ensure that its affiliated transactions are

Ann.,,§58-27-2090 (1976), as amended, and to maintain sufficient
records of such transactions to permit full review by the

Commission Staff.

3. SCE&G must follow accepted regulatory methods of allocating
costs between the parent and subsidiaries of SCANA Corporation.
The Accounting Department has made specific recommendations
regarding this issue which states that the Company be charged with
SCANA overhead based on the thfeé;féétbf formula consisting of

10
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average gross property, payroll, and gross operating revenue.
Allocation factors should be reported annually to the Commission.
This is applicable for all requlated subsidiaries of SCANA.

The Commission has determined that the methodology used for
the allocation of SCANA Corporation charges to SCE&G was reasonable
and that the expenses allocated by the methodology were proper and
reasonable for ratemaking purposes in the proceedings in SCPSC
Docket No. 88-681-E and SCPSC Docket No. 89-245-G. With respect to
those issues, the Commisgssion Staff agrees that the decision of the
South Carolina Supreme Court, now pending on appeal in Steven W.

Hamm, etc. v. South Carolina Pub. Serv. Comm’'n (Supreme Court

Docket No. 91-856) and in Steven W. Hamm, etc. v. South Carolina

Pub. Serv. Comm’n (Supreme Court Docket No. 91-777), will be final.

1f the South Carolina Supreme Court remands the Commission’s
determinations with respect to the allocation method and ratemaking
treatment of the expenses with instructions to make modifications
to the Commission’s orders at issue, the Commission should make any
such modification effective from the date of the Commission’s
orders to December 31, 1991.

Notwithstanding any decision which the South Carolina Supreme

Court might render in Steven W. Hamm, etc. v. South Carolina Pub.

Hamm, etc. v. South Carolina Pub. Serv. Comm'n (Supreme Court

Docket No. 91-777), SCE&G and SCANA Corporation should adopt and
apply the apportionment methodology for the allocation of SCANA
Corporation charges incorporated in the Report of the Accounting

11
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Department of the Commission Staff, submitted in this proceeding.
The adoption and application of the apportionment methodology will
be effective on and after January 1, 1992, until any further order
of the Commission. The adoption and application of such
apportionment methodology will be for accounting purposes and will
not be intended to affect SCE&G’s currently approved and effective

rates and charges for electric and natural gas operations.

4. No subsidiary may be created by SCANA Corporation without
notification to the PSC. ©Notice of the formation of a new
subsidiary should be filed with the Commission. The notification
to be provided by the Company will include an overview of each new
subsidiary’s intended type of operation and explain the expected
impact of each new subsgidiary’s operations on the regulated

operations of SCE&G.

5. SCANA should notify the Commission of any joint ventures and
joint financial arrangements entered into by SCANA Corporation or
any of its subsidiaries. The notification to be provided by the
Company will contain an overview of the new joint venture’s
intended operations and explain the expected impact of the joint

venture on the regulated operations of SCE&G.

6. Each subsidiary of SCANA Corporation(regulated and
non-regulated) must maintain separate books and records which
identify transactions between affiliates. The transactions between

12
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the reqgulated and non~requlated affiliates are to be monitored by
the PSC.

The Company should maintain its books and records in a manner
sufficient to identify "affiliated transactions" as defined in S.C.
Code Ann.§58-27-2090 (1976), as amended, and sufficient to permit
review by the Commission.

SCE&G shall ensure the maintenance of separate books and
records which identify transactions between SCE&G and affiliates.
The 8S8CPSC will review these books to verify transactions between

SCE&G and non-regulated subsidiaries.

7. Proper records should be maintained by SCE&G for Commission
review on the following:

a. Joint employees of the various subsidiaries.

b. Common property between regulated subsidiaries and

non-regulated subsidiaries.

8. All and any affiliate preferences are prohibited. Any
business ot financial transaction between regulated business
entities and other subsidiaries should be conducted on an
unaffiliated bagis, fully auditable, reflecting all costs and
should not permit any cross-subsidization. This should be
monitored annually.

The Company should issue a policy statement which provides for
the avoidance of any affiliate preference which would be
unreasonable, unfair and have an injurious effect upon the public

interest, consistent with S.C. Code Ann. §58-72-2090 (1976), as

13
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amended. Any updates to the policy statement should be filed with

the Commission.

9. The officers of SCE&G and any regulated subsidiary of SCANA
should not devote an inordinate amount of time with the
establishment and operation of non-regulated subsidiaries of SCANA

Corporation to the detriment of the regulated subsidiaries of SCANA

Corporation.

10. SCE&G should notify the Commission when SCANA Corporation ot
any of its subsidiaries have been retained to perform services in
the capacity of a subcontractor or in some other type of financial
arrangement on behalf of a contractor doing business with SCE&G.
The notification will include a description of the financial
arrangement, the name of the contractor/company with which the
arrangements have been made, the type of services being performed,

and how these arrangements impact the regulated operations of

SCE&G.
IITI-B
AFFILIATED TRANSACTIONS REPORTING REQUIREMENTS
1. A) File a record of any transfer of funds from/to SCANA

Corporation and any subsidiary of SCANA Corporation during the
previous calendar year.
B) File a description of the type of transfer.

C) File the terms of the transfer.
D) File a comparison of the terms of the transfer with

14
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current market terms and rates.

2. File a record of any real property transfers between SCE&G and
SCANA, SCE&G and any of SCANA’s regulated subsidiaries, or SCE&G
and any other party for the past calendar year which includes:

a. Market value and how the market wvalue was
determined.

b. Book value at time of transfer.

C. Original purchase price.

d. Selling price and terms of sale.

e. Gain or loss on transfer.

f. Identification of land or property transferred.
g. Parties involved in the transfer.

h. Number of bids received.

This is applicable for all requlated subsidiaries of SCANA.

3. File a record of goods and services sold or exchanged between
SCE&G and SCANA or any subsidiary of SCANA during the past calendar
year. Compare the current market prices for such goods and
services with the prices for which goods and services were
exchanged or sold between SCE&G and SCANA or any subsidiary of

SCANA.

4, A) File information on the methodologies used for the
allocation of costs between SCANA and its subsidiaries.

B) File those allocation factors.

15
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5. a) File a record of any type of collateral belonging to
SCE&G used to support any financial arrangement on behalf of any
subsidiary of SCANA.

B) File information on the type of financial arrangement

involved.

C) File a description of the collateral pledged in support

of the financing arrangement.

D) File the reason for pledging any assets as collateral for

an atfiliate.

6. File the percent of time of each officer of SCE&G and the
regulated subsidiaries of SCANA Corporation allocated to each

subsidiary of SCANA for the prior calendar year.

7. SCE&G or any regulated subsidiary of SCANA Corporation will
file a summary of affiliated transactions by each regulated

affiliate by type of transaction completed during the year. The
summary will include the gross dollar amount of each transaction

and a reference to any relevant contract or agreement.

8. SCE&G will file a statement certifying that all affiliated
transactions were determined consistent with4any procedures

approved by the Commission within this proceeding.

9. A) SCE&G and any regulated subsidiary of SCANA will file

16
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information on any new contracts and leases with affiliated
companies and a brief description of each contract including the
terms, price, guantity, and duration.

B) File information as to whether competitive bids were

taken.

10. SCEs&G and any regulated subsidiary of SCANA Corporation will
file a list of employees earning more than $50,000 annually
transferred to/from the regulated subsidiary to another affiliated
company. The listing will contain the following information for

each affected employee:

a. old job assignment with the regulated
subsidiary

b. new job assignment at the affiliate

c. whether transfer is permanent or temporary;
and if temporary, the expected duration.

11. SCE&G and the requlated subsidiaries of SCANA Corporation will
be required to keep supporting records of reported transactions to
facilitate auditing and analysis and shall maintain an audit trail
from the summary report through the general ledger to the source

documents supporting the transaction.

12. SCE&G and the regulated subsidiaries of SCANA Corporation will
maintain for Commission review (not to be filed annually) written

reports of individual affiliated transactions.
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13. SCE&G will develop and file with the Commission a policy
statement prohibiting affiliate preferences in the conduct of its
affiliated transactions. The Company will modify its policy

statement as necessary and file the modified policy statement with

the Commission.

14. A) SCANA Corporation, SCE&G, and any other regulated
subsidiaries of SCANA will file the names of any of their
affiliated companies and a description of the business and

financial operations of each company.

B) For any new subsidiary also file the initial amount of
the investment and the source of funds for the investment.

Cc) The Commission will be notified of the creation of any
new corporate subsidiary or business entity of SCANA Corporation or
any of its public utility subsidiaries within twenty (20) days of
either the filing of Articles of Incorporation or the final action
creating the business entity.

D) File an organizational chart for consolidated SCANA
Corporation and each regulated subsidiary.

E) File information on any changes in corporate structure
during the prior calendar year including any partnerships, minority
interests, and joint ventures entered into by SCANA Corporation or
any of its affiliated companies. This includes any such
arrangements between SCANA or any of its affiliates with an

external entity.
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15. SCE&G will notify the Commission when it has retained the
services of another contractor/company to perform services for the
Company and the retained contractor/company thereafter utilizes the
services of SCANA Corporation or any of its subsidiaries. The
notification will be filed within thirty (30) days of the execution
of the subcontract or other arrangement and will contain a summary
of the arrangement, the name of the contractor/company providing
the services, a statement whether the services were competitively
bid, the procedure used by the contractor/company to retain SCANA
Corporation or any of its subsidiaries, the type of services being
provided by SCANA Corporation and any of its subsidiaries, and the

manner in which these arrangements impact the regulated operations

of SCE&G.
IV-A
PROPERTY TRANSACTIONS RECOMMENDATIONS
1. Any utility or non-utility land or real property transfers

between SCE&G and SCANA or any of SCANA's subsidiaries, or to any
other party, should be made at market value. Adequate records must
be maintained of such transactions. This is applicable for all

regulated subsidiaries of SCANA. This issue should be monitored

annually.

2. SCE&G and any regulated subsidiary of SCANA should comply with

SC State law and PSC regulations pertaining to property transfers.

3. SCE&G will establish and implement the following procedures
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for the sale of real property:

For sales of real property less than five (5) acres which is
within the boundaries of projects subject to the jurisdiction of
the Federal Energy Regulatory Commission ("FERC"), SCE&G will file
with the Commission a copy of the notification of sale required by
FERC. Pursuant to FERC rules, such notification must be filed not
less than forty-five (45) days "prior to the transaction" and must
include a statement that State and Federal agencies with the
jurisdiction for environmental issues have been advised of the
pendency of the transaction. SCE&G will restrict such land
transfers to requesting owners of the adjacent property,
transactions concerning such property will not be the subject of
any competitive bidding process.

For sales of real property with an appraised value2 in excess
of $50,000, SCE&G will engage in the following competitive bidding
process. Upon the receipt of an offer to purchase such property,
SCE&G will advise the offeror that SCE&G will arrange for
publication in a local newspaper of a notification of availability
of the property. The notification will describe the property and
state that SCE&G will receive additional offers for a period of 30
days. Upon acceptance of any offer, SCE&G will provide the
Commission with an explanation for the acceptance of any offer
other than the highest offer. If the original offer to purchase is
made by an affiliate of SCE&G and no other offers are timely

2. Such appraisals shall be conducted by an MAI certified

independent appraiser.
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received, the transfer of the property to SCE&G’s affiliate may be
made at the appraised value of the property as determined by at
least two (2) independent MAI certified appraisers.

These ptrocedures will be applicable for transfers of real
property with an appraised value in excess of $50,000 and will be
applicable regardless of the classification of the property in
accordance with the FERC Uniform System of Accounts. Because of
the absence of materiality, sales of property with an appraised

value less than $50,000 would not be subject to the described

bidding process. Also, it is the opinion of Staff that because of

the inefficiencies of having to review every transfer and the cost
to the ratepayer fot independent appraisals, requiring competitive

bidding for all property transfers would not necessarily be in the
public interest.

Before a tract of land is sub-divided into parcels that have
market values of less than $150,000, the Company must file such

proposed partitioning with the Commission for review. 1If the

Commission deems any further action necessary, such action will be

taken,

4, On any occasion when real property is moved from a
classification as utility property to a classification as
non-utility property, SCE&G and any regulated subsidiary of SCANA
must provide prior notification for any transaction in excess of

$500,000 and an annual summary of the reclassification of utility

property to non-utility property. The transaction that moves the
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property from utility property to non~utility property will be made

at bock wvalue.

5. Any gain or loss on the sale or other transfer of real
property shall be accounted for under the FERC Chart of Accounts
and generally accepted accounting principles, and will be
considered by the Commission on a case-by-case basis for ratemaking

and other regulatory purposes.

IV--B

PROPERTY TRANSACTIONS REPORTING REQUIREMENTS
1. On any occasion that SCE&G or any other regulated subsidiary
of SCANA Corporation accepts anything other than the highest bid
for real property, that company must provide adequate justification
to the Commission.

SCE&G will file with the Commission the following:

a. A copy of the notification of sale required by
FERC for sales of real property less than five
acres.

b. For sales of real property with an appraisal in

excess of $50,000 and the Company accepts a bid
other than the highest bid, the Company will
provide an explanation as to why it accepted an
offer other than the highest bid.

Any proposed partitioning before a tract of land
is sub-divided into parcels having a market value
of less than $150,000.

o]

2. a) On any occasion when real property is moved from a
classification as utility property to a classification as

non-utility property, SCE&G and any regulated subsidiary of SCANA
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Corporation must provide notification of such a transaction to the
Commission. This notification will be included in the annual
summary of the reclassification of utility property to non-utility
property.

B) Prior notification will be provided for any transaction
in excess of $500,000, and an annual summary of the
reclassification of utility property to non-utility property will
be filed with the Commission. The transaction that moves the
property from utility to non-utility will be made at book value.
SCE&G will include an explanation of the reason for the transfer,
if known.

VA

PROPRIETARY CUSTOMER INFORMATION RECOMMENDATIONS

1. The regulated utility should not disclose customer proprietary
information to any of its affiliates without the consent of that
customer. Procedures should be established by the Company to
comply with this recommendation. Upon development of the
procedures, SCE&G should file a copy of the procedures with the
Commission for approval. Proprietary information in this instance
is defined as any information that if released could cause the

customer possible competitive injury.
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v-B

PROPRIETARY CUSTOMER INFORMATION REPORTING REQUIREMENTS

1. SCE&G will file a copy of the procedures that were established

to comply with the recommendation that the regulated utility will

not disclose proprietary customer information without the consent

of the customer.
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EXHIBIT B

Documents and Materials Referenced in Informational Filing
Merger of South Carolina Pipeline Corporation and SCG Pipeline, Inc.

Merger Application without
attachments

Hard copy attached as Exhibit A to Information Paper

March 31, 2006 Letter from

Hard copy attached as Exhibit B to Information Paper

ORS to FERC
Explanatory Statement Hard copy attached as Exhibit C to Information Paper
C let fth http://elibrary.ferc.gov/idmws/common/opennat.asp?filel
Momp ez °°le ? ¢ " D=10966097 (Part 1 of 3)

erger Application wi http://elibrary.ferc.gov/idmws/common/opennat.asp?filel
Attachments D=10965543 (Part 2 of 3)

hitp://elibrary.ferc.gov/idmws/common/opennat.asp?filel
D=10966027 (Part 3 of 3)
http://elibrary.ferc.gov/idmws/common/opennat.asp?filel
D=10966191 (Exhibit Y attachment)

S.C. Code Ann. § 58-3-260
(CX6)

http://www.scstatehouse.net/code/t58¢003.htm

Natural Gas Act Sections
7(b) and (c), 15 U.S.C.
§7171(b) and (c)

http://frwebgate.access.gpo.gov/cgi-
bin/getdoc.cgi?dbname=browse usc&docid=Cite:+15US
C717f

Natural Gas Act Section
2(6), 15 U.S.C. §717a(6)

http://frwebgate.access.gpo.gov/cgl-
bin/getdoc.cgi?dbname=browse usc&docid=Cite:+15US

C717a

Part 157 of FERC

http://www.access.gpo.gov/nara/clr/waisidx 05/18cfrl57

regulations 05.html

Part 284 of FERC http://www.access.gpo.gov/nara/cfr/waisidx _06/18cfr284
regulations 06.html

Offer of Settlement, http://elibrary.ferc.gov/idmws/common/opennat.asp?filel
including Explanatory D=10965518

Statement, Stipulation and
Agreement, and Draft Letter
Order

FERC Order No. 436
(Regulation of Natural Gas
Pipelines After Partial
Wellhead Decontrol)

http://elibrary.ferc.gov/idmws/common/opennat.asp?filel
D=10078606

FERC Order No. 587
(Standards for Business
Practices of Interstate
Natural Gas Pipelines)

http://www.ferc.gov/legal/maj-ord-reg/land-ord.asp
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FERC Order No. 636
(Restructuring of Interstate
Natural Gas Pipeline
Services)

http://www.ferc.gov/legal/maj-ord-reg/land-docs/rm91-
11-000.txt

FERC Order 637
(Regulation of Short-term
Natural Gas Transportation
Services, and Regulation of
Interstate Natural Gas
Transportation Services)

http://www.ferc.gov/legal/maj-ord-reg/land-ord.asp

FERC Order No. 2004
(Standards of Conduct for
Transmission Providers)
(including Orders 2004-A,
-B, -C and -D)

http://www.ferc.gov/legal/maj-ord-reg/land-
docs/order2004.asp

American Transmission
Company LLC

109 FERC 9 61,082 at PP 39-44 (2004)

Southern Natural Gas
Company, SCG Pipeline,
Inc.

(Preliminary Determination
on Non-Environmental
Issues)

99 FERC {61,345 (2002)

Southern Natural Gas
Company, SCG Pipeline,
Inc.

(Order Issuing Certificates,
Approving Abandonment
and Denying Rehearing)

100 FERC 61,284 (2002)

Transcontinental Gas Pipe
Line Corporation Docket
No. CP06-397 (Application
for order amending
certificate of public
convenience and necessity
and authorizing
abandonment of service)

http://elibrary.ferc.gov/idmws/File list.asp?document id=
4416331
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Transcontinental Gas Pipe
Line Corporation (Rate

http://www.1line.williams.com/Files/Transco/Transcolnfo
PostingFrameset.html

Schedule GSS)

Carolina Gas Servi http://elibrary.ferc.gov/idmws/common/opennat.asp?filel
A oroement it SEMI D=10966097 (Part 1 of 3)

greement w http://elibrary.ferc.gov/idmws/common/opennat.asp?filel

D=10965543 (Part 2 of 3)
http:/felibrary.ferc.gov/idmws/common/opennat.asp?filel
D=10966027 (Part 3 of 3)
http://elibrary.ferc.gov/idmws/common/opennat.asp?filel
D=10966191 (Exhibit Y attachment)

SCG Service Agreement
with SEMI

Copy on file with Public Service Commission as part of
Docket No. 2004-126-E

Carolina Gas Service
Agreement with PEG

hitp://elibrary.ferc.gov/idmws/common/opennat.asp?filel
D=10966097 (Part 1 of 3)
http://elibrary.ferc.cov/idmws/common/opennat.asp?filel
D=10965543 (Part 2 of 3)
http://elibrary.ferc.gov/idmws/common/opennat.asp?filel
D=10966027 (Part 3 of 3)
http:/elibrary.ferc.gov/idmws/common/opennat.asp?filel
D=10966191 (Exhibit Y attachment)

SCPC Service Agreement
with PEG

Copy on file with Public Service Commission as part of
Docket No. 2004-403-G

Carolina Gas Service
Agreement with Columbia
Energy

http://elibrary.ferc.egov/idmws/common/opennat.asp?filel
D=10966097 (Part 1 of 3)
http://elibrary.ferc.cov/idmws/common/opennat.asp?filel
D=10965543 (Part 2 of 3)
http://elibrary.ferc.gov/idmws/common/opennat.asp?filel
D=10966027 (Part 3 of 3)
http://elibrary.ferc.gov/idmws/common/opennat.asp?filel
D=10966191 (Exhibit Y attachment)

SCPC Service Agreement

Copi on file with Public Service Commission as part of

with Columbia Energy Docket No. 2003-347-G.
Bankru P i f | Jointly administered under Case No. 05-60200 before the
Cal g)'tc:}]:: roceelfliré;gs ° Southern District of New York. See

olumbia Energy http://www kecllc.net/calpine for information.




